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CENTRAL INTELLIGENCE AGENCY 
OFFICE OF NATIONAL ESTIMATES 


27 February 19^7 


STAFF MEMORANDUM No 0 U-57* 

SUBJECT: The Present Situation in Spain 


Franco’s power position has been weakened by a 
t d - f • econo S c Ration, growing student and labor opposition, 
and factionalism within the ruling coalition. However, the army and 
police remain loyal, and the rightist groups (the business, landholding 

thft C thev\S r re d t8 i b fi in f f e Caudill ° have given little indication 
that they are ready to defect from Franco and risk the grave danger of 

theMfSU t ' U +h°+ 1 ???* W0Ul ? result from Franco’s overthrow. We believe, 
therefore, that while popular resentment may continue to grow. Franco will 
be able to control the situation for at least the next seleml yeSs! 

1 ? W , 0 S^E2SS5: ff 27 ("Probable Developments in Spain”) of 
12 June 1956 was produced in response to concern over the ominous intellect 

, bhe , ?ebrus ^ W# student disturbances and the 
growing^ labor discontent, which resulted in a wave of strikes in the 

a r 6aS in April “ May 19 -> 6 ' «IE 27.1*56 concluded 
t wf b b of bhS Franco regime was not seriously threatened by 

inn S m Although we anticipated that student and labor opposition 
exert incre ^ ing pressure upon toe regime, we concluded 
to at ^ the Franco regime would probably be able to remain in power for at 
Xeasu several more jrears. In discussing the economic situation, the 
estimate pointed to .inflation as the most serious economic problem facing 
toe government * However, the government was considered capable, barring 

?rS°^f- VerSe J ea f er Condition ^ of preventing infLatiSy treST® 
xrom getting entirely out of hando 

hB _ 3- ^ffittoendo since June 1956 the major trends in Spain have 
been basically those anticipated in MIE 27.1-56. Drban labor, desnite a 
ilO per cent wage increase in November and the imposition of government 

^oS5 S d£~ er t0 th ’ PliC ° Spiral > has --n~i f este< 
■ continued discontent over toe price rises that have occurred since 
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November oy public transport boycotts in Barcelona, Madrid, and Sevilla 
ua protest, against increased fares, Students also joined the boycott, 
and recenu student demonstrations have led to the suspension of classes 
at the tmxvermtaes in Seville and Barcelona » inflationary or-essurea 
nave grown more severe since mid-1956, end have been especially strong in 

Th9 COSi at ltx, ‘E **• sight per cent durtmT 
19^6, ouu .elxabie figures are not available for the accelerating trend ' 
during lyp? * 

w , 1,u . ? e f? ite ’^ dangers inherent in the present inflationary trend, 
!? ?> n £j oelx&ie tnau Spa.™ is now on the ihreshhold of runaway infla- 
uxon, The government itself, through the deficit financing* of an aribi- 
c-xous public xnvpsfenent program, the failure to curb the rapid growth ' 
of creoifc, ana toe granting of liberal wage increases, is largely res- 

present trends. Just as it had the power to promote the 
,.nt boom* x*g h&s pow6!r to TofcT&Yich □ 


Spain 8 s balance of payments situation, though it deteriorated 

w!’ fVw-T 4vs *e - j » * 


5o „ M Spain 8 s 

^^oalo Spain will not have to cut imports dras 
] 9x7 ° D ?f ar SXid gold ^serves, mn million at the end of 

T W ^t? dllion at the end of WS6, and are now at the 
-953 level a However, «Jb aid-fxnanced imports should enable Spanish 
output to be Maintained, or even increased, during the current year and 
in l95o, unless a serious drought occurs 0 

6 a Since the beginning of the year the stability of the regime 
nas bean somewhat threatened by the activities of the mange* Concerned 

S?*?? lah °T f tnd * A position. Franco in May of 19.56 auparently 
endorsed Ux ialange drive to win support from th® laborers through e 

°f ^?; c@ss J°J s * t0 oonstitutionaliae the Falange»s role in Spain® s 
po.u. -leal life, aid to guarantee the Falange the right to help choose 
iranco s successor. However, the rightist groups in the governing 


Budget deficits; 

1953 - 

lilt million 


195)4 ~ 

$210 million 


1955 - 

$323 million 


1956 - 

UllO million 

Current accotmt deficits; 

1955 - 

#128 million 


1956 - 

$331* mil.13.on 
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saass 

anti^alange groups, had notably increased. In the stojl Si 
ofthe FaianJeSpolo^d apparentl y Jettisoned most 

the f Jk S i^e 2 l4f rU S T m!«r?o car * ied ou * a »Jor cabinet reshuffle, 
new ministries Although ???! X ? oabinet members and created two 

gnm rr of th f 8 m 4, ™o»Xa^i^ te 

«* ^S^«S2£SiS£ ,, SrS l jr^ 

mic Policy is not jet clear. ?he creation of a Ministry of EconJ^ 

“ ttin « up of a 3 P°<^ committee to ItSy S 

W S 0f th ” ‘J Ute ““""I »y indicate that 

c ‘ ; prepared to launch a more vigorous ororram to 

gain's economic difficulties* On the other taS^tadi«S2S^of the 

"3oft r iSy» 1 a^of^ iSt ? rS ° f ? Q T rC6 and i? ' 3jaance indicates that the 

nrcbtTS mn^ T gSined the upper hand * Consequently, the 
problem ox Inflation my become more serious n ** 

increased factionalism at the 

top, eomoxned with the growing popular antagonism from below has resulted 
in much speculation about the early disintegration of the reel me and 

iz £~ ha ^ d b r ?rf* predictinE that XM 

tor Z mZinu XX leVe Wil1 tapp8!1 in tta “ ar *»™ 

a. The army, the key to the situation, appears loyal 

aU^ C SrFai»i nCe t Fran r + aPParantly he0ded its warnin i» -Jot* to 

l/S T g ?i, 00 pOWeri ' ul ° Also latent military dis- 

b° the llVJS. W r ioS f nkS Wa ® P ^ obabl y mitigated 

J the liberal June 1956 pay increase., further, during the recent 
transportation boycotts and student demonstrations th? nolle! * 

forZl persuasive evidence of disloyalty among the Irmd 
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b 0 i'he rightist coalition is still held together by its 
fear of the left Q ^hey now have no alternative leader possessing 
the political sagacity and military prestige of Franco, and they 
are generally eager to avoid any political experimentation that 
might lead to civil war D 

Co The Falange, though disgruntled over its recent setback, 
is unlikely to break openly with the regime for it has much to lose 
by such a breako It is one of the weakest of the coalition groups 
and its immediate potential for alliance with the left is very 
limited 0 

9 o On the whole, it seems reasonable to anticipate that Franco 
and his backers, because of necessity, will make the required efforts 
to prevent the present economic crises from getting out of hand D Any 
retrenchment the regime undertakes is likely to be mild* Thus, it 
is unlikely that a serious unemployment problem will be created or 
that Franco’s business backers will be squeezed to the point of defection* 
If, however. Franco fails to take effective action to slow down the 
present inflation and develop a Bounder economic program, popular 
discontent and anti-regime demonstrations may snowball to the point where 
widespread repression by the police would be necessary* In this even- 
tuality, the ruling rightist coalition might attempt to make Franco 
the scapegoat, and substitute a military junta* Over the longer term, 
the Franco regime will be increasingly confronted with the problem of 
alleviating the rising dissatisfaction of the population,, 

10 ° Validity of NIE 27*1-56: We still consider NIE 27*1-56 
generally valid* therefore believe that there would be little or no 
intelligence value in producing a new estimate on Spain at this time* 

We do feel, however, that we are severely handicapped by a lack of 
knowledge about what is going on within the regime. The Post Mortem 
to NIE 27*1-56, which noted intelligence deficiencies, especially with 
respect to the Falange, the army, and business interests, has thus far 
resulted in no discernible improvement in the intelligence coverage 
on the rightist groups backing the Franco regime* 


- h - 


smarn 


Approved For Release 2000/08/07 : CIA-RDP79T00937A000500030049-2 



